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ABSTRACT 

^. . Cable, television cpmmuiiicatipns are an advance in 

t.echnology which . promises profound, changes .in the^Wjay people live and 
cpminunicate with each pther^ .Hpwever, .to take advantage of the 
opportunities that the cable provides .regtdres thoughtful evaluation 
and careful policy making.. This booklet is designed tp provide an 
intrp.ductipn to the potential of cable cpmmunicabion by examining the 
way it. works as .well as. the. fprces that have shaped it and the najor 
issues that surround it. The technical . and engineering aspect^ the 
economic and legal considerations, .and the futiire of cable television 
are covered in summary. (MC) 
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PREFACE 



This document was prepared by the Cable Television Information Center 
under grants from the Ford Foundation and the John and Mary R. Markle 
Foundation to The Urban Institute. 

The primary function of the center's publications program is to provide 
policy makers in local and state governments with the information and 
analytical tools required to arrive at optimum policies and procedure- for the 
development of cable television in the public interest. 



ACKNOWLEDGMENTS 



The center is indebted to Rob Stengel, Director of Public Relations, 
National Cable Television Association, and Harvey D. Shapiro, Visiting 
Fellow at the Russell Sage Foundation. 



CABLE: AN OVERVIEW 



U.S DEPARTMENT DF HEALTH, 
EDUCATION & WELFARE 
OFFICE OF EDUCATION 
THIS OOCUMENT HAS BEEN REPRO. 
OUCEO EXACTLY AS RECEIVED FROM 
THE PERSON OR ORGANIZATION ORIG- 
INATING IT POINTS OF VIEW OR OPIN- 
IONS STATED DO NOT NECESSARILY 
REPRESENT OFFICIAL OFFICE OF EDU 
CATION POSITION OR POLICY 




CABLE TELEVISION INFORMATION CENTER 
The Urban Institute 
2100 M Street, N.W., Washington, D.C. 20037 



5 



Cable: An Overview 



INTRODUCTION 

. . .CATV could change the country's way of life. Its 
copper, coaxial cables, though larger than telephone 
cordy have 1,000 times the communications capacity. 
Washington willing, the U.S. could be transformed 
into what some call 'the wired nation." Within ten 
years, CATV^s two-way conduits could provide set- 
side shopping and banking, dial-a-movie service, a 
burglar and fire watch, and facsimile printouts of 
newspapers or even library books. 

Time Magazine, June I, 1970 

Cable communications is an advance in technology 
which promises profound changes in the way people live 
and communicate with each other. It can be a unique 
technological advance if society accepts its opportunity 
to shape and control cable before it becomes fixed in 
place. 

This century has seen the introduction of several 
major technological innovations, including the auto- 
mobile, the electronic computer, and television, which 
have altered our lives in many ways. Instead of maki.ig 
conscious, explicit decisions about the development of 
these devices, however, too often American society has 
allowed technology to work Its own way, forcing un- 
intended and undesired consequences on us. 

Now cable television looms on the horizon, offering a 
potential for change comparable to these earlier innova- 
tions. Currently cable TV subscribers in a number of 
areas are receiving better television reception and access 
to nr^ore channels. But the promise of broadband cable 
communications is its capacity to carry more kinds of 
messages faster than existing means of corpmunication 
and its capacity for two-way communication. Thus, it 
raises the prospect of a vast array of new kinds of 
services. 

Cable could decentralize television programming and 
broadcasting, enabling new voices to speak to new 
audiences. It promises to facilitate selection of mer- 
chandise at home. The Sloan Commission on Cable 
Communications predicted a critical role for cable as 2 
delivery system for such important public services as 
education, health care, and sampling political opinions. 
Equipped with a print-out device, cable could provide a 
means of delivering mall and distributing reading matter. 



It could have an effect comparable to the computer in 
transforming commerce and research, and changing the 
way we store and retrieve information. 

Moreover, cable communications promises to become 
a new industry which v/ill require large capital invest- 
ments, employ thousands of men and women, and 
generate considerable profits, while altering existing 
patterns of commerce and employment. 

Thus, cable communications may reshape urban life, 
but not automatically to our advantage. One study 
suggests that education?! programming on the cable can 
help rebuild ghetto communities,* while another 
speculates that cable could further divide and isolate 
people by race and geography.^ While some observers 
see it as a means of providing new services in everyone's 
home, others fear it may stifle personal contact and limit 
the human interaction that is such an important part of 
urban life. 

Like the automobile or airplane or computer, cable 
communications can have positive or negative social con- 
sequences, depending on how we deal with it. What 
distinguishes cable communications from earlier tech- 
nological innovations is that its potential impact has 
been recognized. We have the opportunity to establish 
ground rules that will control the direction and maxi- 
mize the benefits of cable communications. To take 
advantage of this opportunity, however, requires 
thoughtful evaluation and careful policy-making. ^ 

Cable: An Overview is designed to provide an intro- 
duction to the potential of cable communications by 
examining the way it works as well as the forces that 
have shaped it and the major issues that surround it. 



* H.S. Dordick et.al., Telecommunications in Urban Develop- 
ment (Santa Monica, California: Rand Corporation, July 1969), 
p. 61. 

*N.E. Feidman, Cable Television: Opportunities and Pro- 
blems in Local Program Origination (Santa Monica, California: 
Rand Corporation, September 1970), p. 24. 
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HOW CABLE WORKS 

Technology has always been CA W*s strongest asset, 
and the more forward-look Ing members of the 
industry anticipate that CATV will revolutionize not 
only television, f^ut all of electronic communications. 

National Observer, /w/y 7, 1969 

Cable communications differs from broadcast tele- 
vision in that Its signals are sent over a network of 
coaxial cables Instead of being transmitted through the 
air. This difference In the method of transmission not 
only provides better television reception and access to 
more channels, It also holds the potential for special 
programming and special services. 

Impulses sent through the air from a television trans- 
mitter are often deflected by tall buildings and 
mountains and weakened by distance? so that reception 
varies among homes. Transmission by cable provides 
television signals with a controlled path to the receiver, a 
path which is protected against Interference from 
obstacles and other signals in the air and which Is 
amplified to maintain Its strength over long distances, so 
reception is uniformly good. 

Cable communications also provides more television 
channels than broadcast television since It allows use of 
channels that are adjacent to each other without signal 
interference. Broadcast television can rarely allow more 
than seven of the 13 VHF channels to operate in any 
one city, because of the scarcity of channel space in the 
electromagnetic spectrum. Electromagnetic waves of 
about the same frequency will Interfere with each other 
as they travel through the air, distorting the TV picture. 
Thus, when the Federal Communications Commission 
allocates channels, it cannot allow broadcasters to us^ 
adjacent channels In the same area because of this ''co- 
channel interference." 

Moreover, television has dozens of competitors for 
electromagnetic spectrum space, such as radar and other 
military transmissions, meterological aids, aeronautical 
and maritime navigation and police radios. All of these 
uses are expanding, creating heavy demand for scarce 
channel space. Unlike these others, television, which 
occupies 53 per cent of the most useful frequencies of 
the spectrum, can use cable Instead of the airwaves. 
Transmitting television signals by cable not only frees 
much of the spectrum for alternative uses and largely 
eliminates signal Interference, it also provides access to 
more television channels. 

In addition to the portion of the spectrum allocated 
to VHF television (54-88 megahertz (MHz) and 
174-216 MHz) cable can carry the frequencies that 
broadcast television cannot use. A cable system can use 
the mid band frequencies (108 to 174 MHz) which are 
currently used for aeronautical and mobile; communica- 
tions, and it can also transmit data on the sub band 



(5 - 54 MHz) which is now used for mobile communica- 
tions. Moreover, the super band, the spectrum space 
above 216 MHz, Is now used for aeronautical and mobile 
communications and UHF television. With set converters 
these frequencies can also be used to carry television 
channels on the cable. 

Because cable television can theoretically offer an 
almost unlimited number of channels with clear recep- 
tion, it has been called ''the television of abundance." 
Yet Its broad band width enables coaxial cable to facilitate 
other kinds of communications as well. Voice and data 
channels, for example, require much less spectrum space 
than television. A two-way data channel, which can poll 
20,000 to 30,000 homes every few seconds to see if they 
wish to initiate communications, requires only four MHz 
of spectrum space. Moreover, cable systems can also 
transmit FM radio signals, since the entire FM portion of 
the electromagnetic spectrum lies between television 
channels six and seven. 

While cable systems differ in many respects, all have 
certain universal features. The system's three basic 
components are the headend, the cable network, and the 
terminal. 

The Headend 

At one end of the system is the headend, where tele- 
vision signals are originated or picked up from the air by 
antennas or microwave receivers. These signals are then 
processed, amplified and sent down the cable. The head- 
end facility may include channel processors which 
receive signals from local over-the-air television stations 
as well as microwave antennas and demodulating equip- 
ment for receiving signals from great distances. If some 
programming Is produced locally, the headend is con- 
nected to the studio equipment and television modu- 
lators. 

The Cable Network 

On the outside, coaxial cable looks something like 
telephone wire. It has a narrow Inner conductor, made of 
copper wire, a larger outer conductor made of extruded 
aluminum, and a layer of plastic foam that keeps them 
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apart and maintains an electric field between them. An 
outer plastic sheath protects the cable from weather or 
whatever else might affect the system's operation. 

After the distant broadcast signals are received or 
local ones originated, they are strergthened, converted 
to the proper frequencies, and distributed over the cable 
through what is sometimes referred to as a "trunk- 
branch" system. 




The cable that leaves the headend, called the trunk 
line, is about one-half to three-quarters of an inch in 
diameter. To distribute the cable to subscribers* homes, 
the trunk line is connected to smaller feeder lines. 
Finally, individual drop lines run into each household. 



If coaxial cables are strung above ga u.id they are 
usually suspended on poles belonging to the telephone 
or power companies, which arc rented to the cable 
operator at negotiated rates. 

The cable may either be buried directly in the 
ground, run through submerged plastic pipes or included 
in underground utility conduits. Although underground 
construction is almost always more expensive, some 
communities require it to protect the appearance of the 
town. 

Amplifiers are inserted about every two thousand feet 
throughout the distribution plant to keep the signals 
from losing strength. 




Performance standa* Js limit the number of amplifiers 
that can be connected in line on one coaxial cable to 
about 25 trunk amplifiers, spaced 2.8 amplifiers per mile 
of 3/4-inch cable. This rule of thumb implies that trunk 
lines cannot extend more than approximately eight miles 
from each headend without unacceptable loss of signal 
quality. 

The Terminal 

The home terminal is at the end of a cable system. In 
its simplest form, the terminal consists of a television set 
and connectors that join it to the coaxial cable. But with 
the advent of new cable services, a home terminal might 
include more complex equipment, such as set converters. 

A converter extends the capacity of a conventional 
home receiver beyond the 12 VHF channels, and 
protects the receiver against interference from strong 
local over-the-air signals. The converter also transforms 
all channel frequencies coming in on the cable to a single 
frequency, an unused channel on the VHF dial. The sub- 
scriber sets the dial on that channel number and selects 
cable channels by using a tuner knob on the converter. 
Another solution to the limitations of television re- 
ceivers is to install two cables and a simple switch so that 
subscribers can select channels from either cable. This 
approach expands channel capacity without a convener. 

In the future, the Rand report on interactive tele- 
vision suggests, a terminal may also include a videotape 
recorder; a facsmile receiver to receive and print out 
newspapers or third class mail that is ''delivered" by 
cable; an alphanumeric keyboard to send mesbages back 
to the headend; and a computer control center to keep 
track of the sending and receiving of information. 

Two-Way Communications 

Using a separate cable, or different frequencies on the 
same cable, signals can also be sent from the terminal 
back to the headend, or, eventually, among the sub- 
scriber terminals. The FCC has required some form of 
send-and-receive or two-way capacity for all new cable 
systems in the top 100 television markets. 

Cable communications is well suited for rapid two- 
way interaction between many subscribers and a central 
information processor, an arrangement that would be 
useful in opinion polling, market research, meter read- 
ing, and other processes that require only small amounts 
of return data. These will probably be the first kinds of 
two-way cable made available to the public. 

The ultimate extension of two-way cable is simul- 
taneous, two-way video, such as that required for video- 
phones. At this point, the switching equipment required 
is prohibitively expensive, and even the ample band- 
width of coaxial cable would be hard pressed to provide 
sufficient television channels for private use in a typical 
cable system. 



To date, only a few small communltif*s and small sec- 
tions of larger cities offer two-way capacity, and these 
are largely experimental. Manufacturers have yet to mass 
produce reliable equipment for two-way cable. Another 
factor which has slowed the adoption of two-way cable 
is economics. It is not clear what two-way will cost or 
how many people will be willing to pay for it. One Rand 
Corporation study estimates that adding two-way 
capacity to a single cable.system would add 15 to 30 per 
cent to the capital cost of a one-way system.' 

A Mitre Corporation report on urban cable systems 
fin^lh'at subscriber response services will almost double 
the cost of one-way cable.^ 

Individual subscril-jr terminals for two-way operation 
now cost between $200 and $300. Although costs will 
fall as the production of terminals increases, for the next 
three years the price is not expected to drop below $100 
to $250 for each user in a 5,000 terminal system.^ 

Interconnection of Systems 

Another important development in cable technology, 
one which seems closer than complete two-way trans- 
mission, is the interconnection of cable systems to 
provide a variety of networks for distributing program- 
ming regionally or nationally. Ad hoc groups of cable 
TV systems could easily arrange to carry a particular 
program of common interest to their subscribers. Some 
headends can be interconnected through microwave or 
cable relay systems, but the most promising form of 
interconnection for the inr;mediate future appears to be 
domestic communications satellites. 

Satellites, once launched, would make availa*:le a far 
greater degree of interconnection at about half .he cost 
of more traditional means of interconnection, according 
to the 1971 report of the Sloan Commission on Cable 
Communications."* Several aeronautical and communica- 
tions corporations have applied to the FCC for permis- 
sion to build the first such satellite, which will serve a 
substantial number of cable systems through ground 
receiver stations at or near their headends. Programming 
interconnection by satellite is expected to be in opera- 
tion by 1974 to 1975. 



* Walter F. Bacr, Interactive Television: Prospects for Two- 
Way Services on Cable (Santa Monica, California: Rand Corpora- 
tion, November 1971), p. 56. 

* William F. Mason, et. al., Urban Cable Systems (McLean, 
Virginia: The Mitre Corporation, May 1972), p. 11-41. 

^Baer, Interactive Television^ p. 58. 

*Sloan Commission on Cable Communications, Report of the 
Commission, On the Cable: The Television of Abundance (New 
York: McGrawHill Book Company, 1971), p. 42. 



THE ECONOMIC AND LEGAL FRAMEWORK 

. , , the Task Force believes that cable television 
offers the most promising solution to a number of 
difficult problems facing our larger cities. It can solve 
the problem of interference with television reception. 
It can ease the crowding of the electromagnetic spec- 
trum, which is already referred to as "the silent 
crisis. " It can provide a multiplicity of channels to 
help meet the expanding needs of a modern urban 
society for channel space. 

Mayor's Advisory Task Force on 
Telecommunications in New York 
City, September 1968 

The Origins 

The first cable systems v^ere simple ones. They were 
built in Pennsylvania and Oregon in the late 1940s to 
bring television signals to isolated communities where 
TV reception was blocked by mountains or weakened by 
distance. 

In these communities, an enterprising operator would 
erect an antenna on a tower, high building, or mountain 
to catch broadcast signals and connect his antenna to a 
coaxial cable which was linked to the homes of sub- 
scribers who paid a monthly fee. Cable provided clear 
reception, and in some areas offered the added service of 
television signals from more than one city. This system 
was called Community Antenna Television, or CATV. 

The first cable operators, usually local businessmen, 
had few restrictions on their new enterprises. They 
absorbed high depreciation costs as tax losses in the 
early years of the system's operation, creating a highly 
profitable business in later years. 

The FCC chose to exercise no authority over cable, 
and most state governments took no notice of the new 
technology, so local governments were the only regu- 
lators of cable television during its first decade. They 
became involved because cable operators distributed 
their cables over public property and needed permission 
to use rightsof-way. Since cable TV was regarded as a 
service to their residents, municipalities routinely 
granted cable -operators permission to build their 
antennas and cable lines. 

The broadcast television industry, itself a relative 
newcomer then, also paid little attention to cable. In 
fact, television stations welcomed cable systems as a 
means of extending their service areas and increasing the 
size of their viewing audiences. 

At first, cable operators offered their subscribers only 
one or two, then five, channels of CATV. Even with this 
limited service, cable television spread rapidly to smaii 
towns thrcghout the country. In 1952, there were 70 
cable TV systems with 14,000 subscribers; 10 years 
later, according to Television Digest, there were 800 
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systems with 850,000 subscribers. Though still a small 
industry, cable TV was a largely unfettered one until the 
1960s when cable technology became more sophisti- 
cated and the growing industry attracted more attention. 

Expansion 

In the early 1960s the introduction of channel pro- 
cessors and other new techniques which allowed 
adjacent channels to be carried on the cable increased 
the potential channel capacity of a CATV system to 12 
channels. The development of wideband solid state 
amplifiers raised channel capacity to 20 channels at the 
end of the aecade. Most systems began to carry UHF 
and VHF signals from one or two other cities ("distan* 
signals") besides the signals from the nearest television 
stations. 

Dozens of systems also began to offer some form of 
locally originated programming. Usually it was auto- 
matic origination such as news and stock market tickers, 
music, or time and weather information, but some 
systems also cablecast local news or advertisem'»nts. 

By 1965, Television Factbook recorded 1,325 
operating systems with 1,275,000 cable subscribers. 
Although cable TV was still mostly a rural and small 
town phenomenon, many cable operators were looking 
towards the cities, where almost 90 per cent of theii 
potential audience lived. 

The structure of the industry was also evolving during 
* the 1960s as small, individually-owned cable systems 
bei^an to be subsumed by chains of cable systems. 
Multiple system operavars (MSO's) bought out small 
cable operators and merged with 'each other, so rapidly 
that in- 1972, a National able Telev sion Association 
(NCTA) survey estimated that only one-quarter of all 
cable TV subscribers were served by individually-owned 
systems. 

Almost 60 per cent of the nation's subscribers are 
served by systems owned by the 25 largest MSO's, which 
also frequently own or supply other communications 
media: newspapers, radio and television stations, maga- 
zines. Suppliers and distributors of programmmg for 
cable systems have also tended to merge into larger cor- 
porations. 

Local Regulation 

The changes in the nature of the industry have led to 
corresponding changes ir.^ the kinds of government 
regulation developed for cable television, and to changes 
in the attitudes of other indu«tiics. As cable technology 
became more sophisticated m the eariy 1960s many city 
officials came to realize that there was more to gain 
from their CATV franchises than additional television 
shows for their citizens. 

Since cable was a profitable, rapidly expanding busi- 
ness, cities began to recognize cable franchises as 
potential sources of revenue for their hard-pressed 



treasuries, and they soon were demanding a share of the 
cable system profits. Usually the fee amounted to three 
or four per cent of total gross subscriber receipts, but 
one system In Colorado pays from five iO 35 percent on 
a sliding scale based on a gross income, and a few 
systems pay even more. Some municipalities required 
liability insur;».nce for injury, property damage and copy- 
right infringement. Others required free cable installa- 
tion for municipal buildings as a substitute for direct 
revenue. 

Special interest groups also helped shape cable TV 
franchises. Theater owners in some cities, for example, 
fought for, and won, clauses which prohibited pay tele- 
vision. Blackouts of local sports events were written into 
some city franchises where team owners feared that 
games televised on cable or over-the-air would cut into 
their gate receipts. 

In the early stages of cable franchising, there was still 
little consideration of many basic features of cable 
operations, such as the number of channels, subscriber 
rates, program origination, and construction schedules. 
As a result, many ordinances contained serious flaws. 
Local officials often granted franchises hastily; these 
franchises frequently ran for 25 years or longer, while 
imposing few affirmative requirements upon uie opera- 
tor. Once a franchise was awarded for a lengthy period, 
cities lost their bargaining power and their control over 
the cable system. 

Because some franchises didn't include construction 
timetables, some franchise holders delayed or never even 
began building the systems, preferring to buy and sell 
franchises like investment securities. In some cities, 
operators were free to wire the more affluent sections 
and bypass poor neighborhoods. Many systems were 
allowed to install limited capacity and omit local pro- 
gramming. There was generally no mechanism for con- 
sumer complaints. 

This period of local control over cable's development 
also was marred by corruption in the seeking and award- 
ing of franchises. In one instance, an officer of a large 
national cable company was convicted of bribing local 
officials to win franchise rights. Several local officials 
were accused of accepting the bribes. 

More recently, local authorities have come to under- 
stand the importance of sound decisions on cable televi- 
sion and their responsibility In helping to make them. 
Cities frequently establish study committees to gauge 
local cable needs and recommend procedures for meet- 
ing them. Franchise awards have become distinctly more 
deliberate, the process of studying cable, writing an or- 
dinance and awarding franchises often taking a year or 
longer. Finally, a combination of federal regulation and 
increased public awareness have led to fuller community 
participation In cable decisions. 
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Federal Regulation 

The growth of the cable industry began to concern 
broadcasting and other industries which saw their cor* 
merical territory being invaded by cable. Local television 
station owners feared that cable systems would lure 
away their viewers, cutting their audience size and 
advertising revenues. Small UHF stations, in particular, 
claimed they would fail if viewers deserted them for the 
better reception and greater program diversity of cable 
TV. 

Large broadcast groups and networks were not only 
concerned "bout the financial health of their local affil- 
iates but were > -)rried that cable systems might combine 
to outbid them for programming. Broadcasters also 
claimed that cable operators enjoyed the advantage of 
not paying copyright fees for the programs they carried. 

The growing pressure for regulation of the cable 
industry led the Federal Communications Commission 
to exercise steadily increasing authority over cable com- 
munications, f 

The FCC was established by the Communications Act 
of 1934 to regulate interstate and foreign commerce in 
communications. 

It must allocate frequencies to ensure that radiated 
signals do not interfere with each other in the crowded 
electromagnetic spectrum. In addition, the commission 
is charged with ensuring '^the widest possible dissemlna* 
tion of information from diverse and antagonistic 
sources."^ 

Because even early cable systems could carry five to 
12 channels without signal interference, the need *f or 
federal regulation of CATV did not seem apparent. As 
late as April 1959, the FCC still found no basis to assert 
its authority over cable television systems. 

The first step towards federal regulation came In 
1962. In the Carter Mountain^ ruling, the FCC pro- 
hibited microwave companies from relaying distant tele- 
vision signals to CATV systems when they would dupli- 
cate the programming of local television stations. This 
protection of VHF and UHF broadcasters from competi- 
tion by cable was a recurrent motive in FCC rulings 
during the 1960s. 

In April 1965, the FCC Issued its First Report and 
Order on cable television, asserting jurisdiction over 
microwave-fed systems. In accordance with Its belief 
that CATV should supplement, not replace, broad- 
casting, the commission recommended "a reasonable 
measure of exclusivity" to protect program suppliers and 
television stations. 

In its Second Report and Order, issued the following 
year, the FCC claimed jurisdiction over all cable systems 

^Associated Press v. 326 U.S. 1 at 20 (1945). 

* Carter Mountain Transmission Corp. v. Federai Communica- 
tions Commission, 361 F. 2d 359, certiorari denied, 375 U.S. 
134. 



and adopted rules governing their prac'ces. The 
Supreme Court, in its 1968 Soutfiwestern^ decision, sup- 
ported the FCC*s authority over cable television as long 
as it was "reasonably ancillary to the effective per- 
formance of the Commission's various responsibilities 
for the regulation of broadcasting " 

The Second Report and Order in effect prohibited 
importing distant signals to the top 100 markets, thus 
removing one of cable television'5 primary attractions 
for urban viewers. From that time until March .1972, 
when the FCC issued its Tfiird Report and Order, cable 
companies stayed out of nearly all big cities. Without 
distant signals to provide attractive programming, the 
city markets were- considered unlikely to support new 
cable television systems. 

The FCC seemed to alter Its approach in the Midwest 
Video case and in its Tiiird Report and Order, In the 
Midwest Video decision in October 1969, the FCC re- 
quired cable systems with more than 3,500 subscribers 
to originate some programming, which could be financed 
by advertising in natural program breaks. The Supreme 
Court upheld this ruling in 1972.^ 

In March of 1972, the FCC completed its Tfiird 
Report and Order, called the Finai Cabie Teievision 
Decision at the time of its release. This governed various 
aspects of cable television, inducing signal importation, 
channel capacity, two»way capacity, and access to chan- 
nels, while leaving certain decisions to local authorities. 

Thus, there seem to have been three distinct phases in 
the FCC's response to cable television. The commission 
initially avoided regulation of cable television on the 
grounds that the new technology was outside Its jurisdic- 
tion. When cable came to be viewed as a threat to broad- 
casting, however, the FCC assumed jurisdiction over it, 
and regulated ii to protect over-the-air television. 
Finally, with the Midwest Video ruling and the Tfiird 
Report and Order, the FCC moved toward encouraging 
the development of cable television as a separate and 
valuable public service. 

State Regulation 

While the FCC has come to accept cable television as 
an important new communications medium, the same 
battle that raged before ihe FCC and the courts is shap- 
ing up again at the state level. State governments are the 
most recent participants in the regulation of cable TV. 
Eight states have authorized some form of statewide 
cable regulation at this writing, and proposals ^ire under 
discussion in many others. 

Proponents of state regulation argue that local fran- 
chising authorities have difficulty making independent 
decisions about cable television because they lack the 
expertise and resources for such decisions. 

^Souttiwestern Cabie Company v. U.S., 392 05. 157 (1968). 
* United States y.Midwest V'l'deoCorp,, 406 U5. 649 ( 1972). 
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A permanent state staff with ongoing surveillance of 
local cable franchising would develop the necessary 
sophistication, some state officials argue. Moreover, state 
governments have the authority to arrange rcgionaliza- 
tion and ensure interconnection where cable TV 
decisions may transcend local political boundaries. 

New Jersey and New York enacted year-long 
moratoria on franchise decisions in 1971 while their 
legislatures sought to devise some state regulatory plan 
after incidents Oi bribery and extortion came to light. 

However, there is disagreement about the form such 
regulation ought to take. The first states to regulate 
cable television regarded it as a public utility, a business 
operating in the public interest which constitutes a local 
monopoly and is subject to speciai governmental regula- 
tion. Connecticut, Nevada, Rhode Island, Vermont and 
Hawaii all placed cable under the authority of their state 
public utility commissions before 1971. 

The majority of the cable industry opposes state 
regulation by public utility commissions, insisting that 
young, growing industries cannot function under the 
kind of regulation imposed on large, established ones. 
They add that cable is not a necessity and therefore 
should not be classified as a utility. 

Adding a third tier of cable regulation may be dupli- 
cative and cumbersome, causing delay and additional red 
tape for local cable systems. Local governments insist 
that regulation should rest with the level that is most 
accessible to local citizens. 

The Sloan Commission recommended establishment 
of special state agencies to direct anfj regulate cable 
growth in conformity with federal staitdards, and several 
states are following this pattern. The Massachusetts Act, 
for example, leaves most franchising in local hands but 
establishes minimum state requirements administered' 
through a Community Antenna Television Commission 
within the state's Executive Office of Consumer Affairs. 
The New York legislation also sets up an independent, 
bipartisan commission to develop and implement a state- 
wide communications policy. 

South Daicota passed cable regulations in February 
1972. Cable regulation is also under discussion in a 
number of other states including Illinois, New Jersey and 
Wisconsin. 

Who's Who 

In the battles over the nature of cable regulation, 
while individual cable operators and firms often speak 
for themselves, the cable industry is generally repre- 
sented by the National Cable Television Association, 
headquartered in Washington, D.C. In 1972, 1,200 cable 
systems were NCTA members and 250 equipment 
manufacturers, distributors and cable-related firms were 
associate members. Almost 40 independent state and 
regional cable TV associations cooperate with the 
NCTA. 



The NCTA has charged that the FCC protects power- 
ful broadcasters at the expense of the public, which 
wants and is willing to pay for cable television. The 
Justice Department supported this view in a memo- 
randum to the FCC while the commis'' t was con- 
sidering its cable rules in 1971 and 1972. 

Concerned that over-regulation will stunt cable's 
growth and cut the industry's profits, the NCT'^ has also 
argued that cable is neither a public utility nor a com- 
mon carrier. Moreover, because the industry fears state 
regulation as much or more than federal regulation, 
NCTA insists that cable TV is engaged in interstate, not 
intrastate, commerce. 

Broadcasters traditionally have protested that cable 
television will siphon off viewers and advertising 
revenues, and that cable operators have an unfair 
advantage because they pay no royalties for their pro- 
gramming. The broadcasting industry has also argued 
that over-the-air television is an important communica- 
tions medium which .^hould be protected, and that small- 
town stations and UHF stations may be forced out of 
'business if cable is permitted to invade their territory. 

The most powerful representative of broadcasting 
interests has been the National Association of Broad- 
casters (NAS), whose 4,355 members include radio and 
television stations, four national radio networks and 
three TV networks, as well as producers of equipment 
and programs who are associate members. Networks 
have also spoken out on their own behalf. 

Until recently, the group that had no lobbyists to 
defend its interests in the cable controversy was the 
public. However, in the early 1970s the movement for 
greater citizen participation and public responsibility in 
all areas spread to cable communications. A number of 
citizen organizations were formed to educate and 
mobilize the public to demand that cable develop in the 
public interest. 

Such groups have taken an active interest in various 
aspects of cable communications including local fran- 
chising decisions, alternate types of programming, 
minority group participation, and public access to the 
medium. A number of groups have also filed petitions 
with the FCC to participate in federal as well as local 
decisions about cable television.' 



' Examples include Publi-Cable'lnc. and the United Church of 
Christ's Cable Advisory Group in the public interest and fran- 
chising areas; Open Channel in Manhattan and the Alternate 
Media Center at New York University in the public access an^ 
programming areas; the Urban Communications Group in Wash- 
ington, D.C., in the area of minority ownership and applications. 
Community video projects have been started in Washington 
(Community Video Center), New York (Raindance), Cambridge, 
Massachusetts (Earth Light Video), and dozens of other cities 
and college campuses. 



ERIC 



12 



THE FUTURE OF CABLE COMMUNICATIONS 

The ndustrial Miectronics Division, Eiectronic Indus- 
tries Association views the services to be provided by 
broad-band communication networks in the late 70*5 
and early Ws of landmark importance. We look 
upon such systems as being of 'national resource' 
dimensions and the development of these resources as 
a national goal. 

Comments of the lEA/ElA 
before the FCC, October 29, 1969 

Now that the FCC has agreed to permit the expansion 
of cable television, and state legislatures are arriving at 
their individual solutions to the complexities of cable 
regulation, perhaps cable TV can go on to meet the 
demand for its services. But a number of questions as to 
the size and nature of that demand remain unanswered. 
After more than 20 years, the cable industry is still com- 
paratively small. Its loXzl revenues were about $360 
million in 1971. This means there were almost 300 
individual corporations in the United States with sales 
revenues greater than the entire cable communications 
industry. 

The potential for growth; appears impressive: only 
nine per cent of the nation's :elevision households are on 
the cable. But most of the untapped cable markets lie in 
the cities, and urban cable systems are still largely un- 
known quantities. Construction costs in cities may run 
several times higher than costs in less populated areas. 
Where people can receive a number of over-the-air signals 
without cable TV, cable has to offer other services to 
attract subscribers. Many of these services a * very costly 
to install and operate, and their economic attraction is 
uncertain. New York's Sterling Manhattan system, in a 
tight race with San Diego's Mission Cable to be the na- 
tion's largest cable system, lost $23 million in fiscal 
I971.andj3.7 million in 1972.' 

Penetratio"n> the basis of cable's profitability, is an- 
other criticar factor. The industry generally predicts that 
60 per cent of the nation's homes will be wired by 1980. 
The Sloan Commission's report concurred on a 40 to 60 
per cent penetration figure, with substantially higher 
penetration in metropolitan areas. But more pessimistic 
analysts have concluded that penetration will reach only 
15 per cent by 1975, and that substantial profits for the 
new cable services ?.re still two decades away.^ 

The future of cable television will also hinge on 
certain basic regulatory issues which are still unresolved. 
"One persistent problem i$ copyright law. Networks and 
television and movie producers claim that cable systems 
should not be permitted to retransmit network program- 



* "Within The Network," Broadband Communications 
Report, July 25, 1972, p.8. 

^Richard A. Donnelly, 'The Dimmer View " Barron's, July 
10, 1972, pS. 



ming without paying royalties, since it gives them an 
unfair advantage in bidding for programming. 

The Supreme Court, in the 1968 Fortnightly^ deci- 
sion, ruled that the matter was not covered under exist- 
ing copyright law, since cable transmission of shows did 
not constitute "performances." The effect of this deci- 
sion was to absolve cable operators from paying copy- 
right fees. In 1972, a VS. District Court in New York 
affirmed this point, ruling that TelePrompTer Corpora- 
tion had no copyright obligation to CBS for carrying its 
programs. The decision is being appealed. While negotia- 
tions between broadcasting, copyright and cable 
interests continue, all partic: are waiting for new copy- 
right legislation from Congress to resolve the matter. 

Another matter of increasing concern is the question 
of whether cable TV ought, to be operated as a common 
carrier, furnishing communication service to anyone 
upon reasonable request at nondiscriminatory rates. 
Advocates of common carrier status for cable com- 
munications such as the American Civil Liberties Union, 
see it as a way of facilitating freedom of expression and 
avoiding possible censorship by operators. Since pro- 
gramming would be divorced from ownership, organiza- 
tions now prohibited from owning cable systems such as 
telephone companies, might be able to re-enter the field. 
Opponents of common carrier status argue that separa- 
tion of content and ownership at this point would 
hinder the development of cable. 

The fCC's Philadelphia Broadcasting"* ruling in 1965 
held that cable television systems are not common car- 
riers, but this decision, too, may be reconsidered. The 
public access channels, for example, will be operated as 
common carriers, as will the leased channels. The FCC 
seems to be considering two courses: in its 1969 local 
origination decision, it required system operators to 
become involved in programming, while the commis- 
sion's Third Report and Order promoted a kind of com- 
mon carrier status. 

The FCC is also considering the issue of -^'cross-owmir- 
ship," whether and to what extent cable owners 
should be permitted to own other communications out- 
lets and vice versa. Current rules forbid ownership of 
cable systems by broadcast television stations or tele- 
phone companies in their service areas and by television 
networks anywhere in the country. 

Forms of ownership, in general, is an area which is 
only beginning to be explored. Traditionally, cable 
systems have been private, profit-making businesses, 
owned by entrepeneurs who invest capital in order to 
earn a return. But there are about 18 cable systems 



^FortnighUy Corporation v. United Artists Television, Inc., 
392 U.S. 390 (1968). 

* Philadelphia Television Broadcasting Co. v. FCC, 359 F.2nd 
282 {CADC, 1966). 



owned by municipalities, mainly in small communities 
that did not seem to offer sufficient return to attract 
private entrepeneurs. About 35 other small systems are 
cooperatively owned by subscribers. 

More recently many larger cities and metropolitan 
areas have begun to explore ownership models in which 
private ownership is supplemented or replaced by public 
or non-profit ownership. 

In some cases, cities are considering plans to negotiate 
buy-back agreements to take control of the system after 
it is built and functioning profitably. 

Many ownership schemes attempt to minimize the 
political problems of government ownership of a com- 
munications medium and take advantage of the capital 
resources of private industry. Some are exploring alter- 
native forms of ownership which in some fashion com- 
bine roles for non-profit citizens organizations, neighbor- 
hood or community groups, profit-making corporations, 
and agencies of government. 

The,..ownership question also raises the issue of 
minority group involvement in cable television. The local 
nature of cable television might enable minority groups 
to own the systems that cablecast in their areas, which 
would facilitate programming tailored to their needs ana 
tastes. Moreover, cable will open up thousands of new 
jobs in communications, jobs which might be filled by 
minority group members. Some cable proposals include 
cooperative plans in which cities or private industry help 
provide minority organizations with the capital and tech- 
nical skills needed to launch and operate a cable system. 

Questions of ownership and structure have attracted 
such scrutiny because cable communications seems to 
promise fundamental changes in our way of life. It is 
entirely possible, of course, that cable communications 
will evolve into a medium like commercial television, 
with more channels, but the same limited range of con- 
tent and uses. But most observers agree cable promises 
something more. 

U is widely believed that cable televisio.i will not only 
be an entertainment medium, but also an important 
source of information and eventually an essential public 
service. Because it promises a system of economical, 
instantaneous two-way communications which doesn't 
require persons to leave their homes, cable communica- 
tions is seen as a means of obtaining many services and 
selecting goods at home. It is also a means of obtaining 
medical diagnosis, health care, education, even of 
eliciting and expressing political opinions. 

Some have speculated that cable communications will 
end the need for geographic proximity in communica- 
tions, business, and education and reverse the long- 
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standing trend toward increasing urbanization. If living 
within traveling distance of employment, cultural 
facilities, and shopping became unnecessary because of 
cable communications, a major shift and dispersion of 
population could result. 

At this point, the ultimate sociological impact of this 
kind of complete, two way communications is indeter- 
minate. It is unclear, for example, what two-way cable 
communication could do to the right to privacy. Two- 
way cable could be monitored from the headend to 
learn not only whal channel a set is tuned to, but what 
information has been requested from libraries, what 
doctors have been contacted, perhaps even what mail has 
been delivered. Already, the prospect of cable com- 
munications being used as "eavesdropping" equipment 
in homes has caused some apprehension. Currently, the 
FCC requires two-way service to be installed in a manner 
allowing the subscriber to switch it off. 

There is also uncertainty about the desirability of the 
"instant policy-making" that cable would allow via 
electronically polling viewers. The opinions expressed by 
those viewing, say, a cablecast of a city council meeting, 
•siii provide the policy-makers with the momentary 
passions of a few devoted viewers instead of accurately 
reflecting the views of the general public. 

The localized programming facilitated by cable TV is 
also a matter of concern. Cable could facilitate interac- 
tion and dialogue between whites and blacks in central 
cities, for example, or it could segregate and isolate them 
even further by supplanting their common entertain- 
ment and information medium. Cable could help city 
and suburban dwellers cooperate in delineating and 
solving mutual problems, or it could assure that each 
group need never hear or see the other. 

In short, the coming of cable communications 
promises many changes and raises many questions. While 
these questions cannot yet be answered, it is important 
'hat many Americans have noticed cable television while 
it is still developing. In earlier decades, new technologies 
arose, grew, and profoundly altered the lives of most of 
the population without anyone consciously deciding 
how the new technologies should develop and whose 
interests they should serve. Early recognition of cable's 
potential provides us with an opportunity to come to 
grips with a new technology before its course becomes 
unchangeable. Past errors, committed because tech- 
nology was allowed to make its own way, are difficult to 
reverse. With cable communications, there is still time to 
direct its path. Our response to its potential represents a 
test of whether we will be able to control new tech- 
nologies or whether we must be controlled by them. 



